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SUBJECT: REVISION OF NATO BILATERAL BRIEFING PAPER FOR 
CANADA: GAS EXPORT PRICES 

FOLLOWING MATERIAL SHOULD BE ADDED TO SECRETARY'S BRIEFING 
PAPER FOR BILATERAL WITH CANADIAN MINISTER OF EXTERNAL 
AFFAIRS MACEACHEN: 

1 . CHECKLIST: EXPRESS SATISFACTION WITH THE CANADIAN 
GOVERNMENT'S DECISION TO DELAY ANNOUNCEMENT OF NEW GAS 
EXPORT PRICES PENDING CONSULTATION WITH U.S. EXPRESS THE 
HOPE THAT MEANINGFUL CONSULTATIONS WILL HELP DEFUSE 
POLITICALLY CHARGED ISSUE. 

2. ISSUES/TALKING POINTS: CANADIAN NATURAL GAS PRICES. 

BACKGROUND: APPROXIMATELY ONE TRILLION CUBIC FEET OF 
NATURAL GAS (4.5 PERCENT OF TOTAL U.S. CONSUMPTION) IS 
IMPORTED FROM CANADA ANNUALLY UNDER LONG-TERM CONTRACTS. 
CONSUMPTION OF CANADIAN NATURAL GAS IS CONCENTRATED IN 12 
STATES. PRINCIPALLY IN THE NORTHERN TIER OF BORDER STATES, 
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ALTHOUGH NORTHERN CALIFORNIA IS ALSO A LARGE MARKET. 
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THE AVERAGE EXPORT PRICE OF CANADIAN GAS HAS RISEN 
RAPIDLY IN THE PAST TWO YEARS FROM 58 CENTS PER THOUSAND 
CUBIC FEET (MCF) IN 1974 TO 1.60 DOLLARS ON NOVEMBER 1 . 

1975. THE NATIONAL ENERGY BOARD HAS RECOMMENDED TO 
THE CANADIAN GOVERNMENT THAT THE CURRENT PRICE OF 1.60 
DOLLARS BE INCREASED AGAIN TO AN AVERAGE OF 1.98 DOLLARS 
PER MCF. THE FORM OF THE RECOMMENDED PRICE INCREASE WILL 
DIFFERENTIATE THE PRICES CHARGED FOR SPECIFIC U.S. MARKETS 
IN A RANGE FROM 1 .80 DOLLARS FOR VERMONT- WHICH IS 100 
PERCENT DEPENDENT-TO 2.10 DOLLARS FOR NORTHERN CALI- 
FORNIA, THE LARGEST CONSUMER OF CANADIAN GAS. 

CANADIAN DOMESTIC PRICES ARE MUCH LOWER THAN THOSE 
CURRENTLY CHARGED THE UNITED STATES. THE BASE PRICE IN 
CANADA IS 1.25 DOLLARS PER MCF AT THE TORONTO CITY GATE. 

THE CANADIANS INTEND TO INCREASE THE DOMESTIC PRICE TO 
1.40 ON JULY 1 AND 1.50 ON JANUARY 1; HOWEVER THIS WILL 
ACTUALLY WIDEN THE DISCRIMINATION BETWEEN DOMESTIC PRICES 
AND THE PROPOSED EXPORT PRICES. 

THE NEB’S JUSTIFICATION FOR THE EARLIER PRICE 
INCREASES WAS THE EQUALIZATION OF THE VALUE OF CANADIAN 
GAS WITH THE COST OF ALTERNATIVE FUELS IN THE U.S. NEB 
NOW RECOMMENDS THAT CANADIAN EXPORT PRICES BE INCREASED 
TO WORLD OIL PRICE LEVELS. THE NEB RECOMMENDATIONS LEAVE 
OPEN THE POSSIBILITY OF EVEN FURTHER PRICE INCREASES IN 
THE FUTURE. 

WHEN WE WERE INFORMED A GOC PRICE ANNOUNCEMENT WAS 
IMMINENT, WE STRONGLY URGED THAT THIS MOVE BE DELAYED 
UNTIL U.S. VIEWS COULD BE PRESENTED AND CONSIDERED. ON 
MAY 18 THE GOC ANNOUNCED INCREASED DOMESTIC PRICES FOR 
OIL AND GAS, BUT SAID THAT ANNOUNCEMENT OF A PRICE 
INCREASE FOR EXPORT GAS WILL BE DELAYED TO ALLOW TIME FOR 
FURTHER STUDY OF THE NEB'S RECOMMENDATION AND FOR CONSUL- 
TATION WITH THE U.S. 

3. YOUR TALKING POINTS: 
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- WE ARE SERIOUSLY CONCERNED ABOUT CANADA S PROPOSED GAS 
EXPORT PRICE INCREASES, AND WE WELCOME CANADA S DECISION 
TO DELAY ANNOUNCEMENT OF EXPORT PRICE INCREASES PENDING 
CONSULTATION WITH US. 

- THE PROPOSED NEW PRICES WOULD NOT ONLY INCREASE THE 
EXISTING DISCRIMINATION IN THE PRICE SPREAD BETWEEN 
CANADIAN DOMESTIC PRICES AND EXPORT GAS PRICES, THEY ALSO 
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INTRODUCE DISCRIMINATION IN THE PRICE AMONG THE VARIOUS 


AMERICAN CONSUMERS OF CANADIAN GAS AS WELL, PLACING THE 
HIGHEST PRICE ON CONSUMERS IN CALIFORNIA. 

- COMING AT THIS TIME, THE NEW PRICE INCREASES ARE LIKELY 
TO CREATE A VERY STRONG NEGATIVE POLITICAL REACTION, 
ESPECIALLY IN THE AREAS ADVERSELY AFFECTED. THIS REAC- 
TION COULD SERIOUSLY COMPLICATE OUR EFFORTS TO IMPROVE 
COOPERATION IN THE ENERGY FIELD AND IN OTHER AREAS. 

- WE VERY MUCH APPRECIATE THE DELAY IN ANNOUNCEMENT 
WHICH WILL PERMIT FULLER CONSULTATIONS. IT IS ESPECIALLY 
IMPORTANT THAT WE HAVE AN OPPORTUNITY TO REVIEW THE PRO- 
POSED PRICE DISPARITIES IN THE U.S. AND THE QUESTION OF 

THE TIMING OF ANY INCREASES, AND THAT OUR VIEWS BE ADE- 
QUATELY TAKEN INTO ACCOUNT IN ANY CANADIAN DECISION. 

- WE BOTH AGREE THAT MEANINGFUL CONSULTATION IN ADVANCE 
OF DECISIONS IS THE BEST MECHANISM FOR MANAGING U.S.- 
CANADIAN RELATIONS. I HOPE YOU CAN HELP IN SEEING THE 
PROCESS WORK IN THE PRESENT CASE. ROBINSON 
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